BEFORE THE STATE TAX APPEAL BOARD

OF THE STATE OF MONTANA

ROSEANNE SORVI G

Appel | ant,

- VS_

DOCKET NO.: PT-1998-13

DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA,

FACTUAL BACKGROUND
CONCLUSI ONS OF LAW
ORDER and OPPORTUNI TY
FOR JUDI CI AL REVI EW

N N N N N N N N N N

Respondent .

The above-entitled appeal cane on regularly for
hearing on the 2nd day of Novenber, 1999, in the Gty of
Lew stown, Mntana. The taxpayer, Roseanne Sorvig,
appeared on her behalf, as did Russell Spika, certified
public accountant. The Departnment of Revenue (DOR),
represented by Chuck Pankratz, Region 2 Leader, presented
testinony in support of the DOR appraisal. Testinony was
presented, exhibits were received and the Board then took
t he appeal under advisenent; and the Board having fully
considered the testinony, exhibits and all things and
matters presented to it by all parties, finds and

concl udes as foll ows:



FACTUAL BACKGROUND

1. Due, proper and sufficient notice was given of
this matter, the hearing, and of the tinme and place of the
heari ng. All parties were afforded opportunity to present
evi dence, oral and docunentary.

2. The subject property involved in this appeal is
descri bed as foll ows:

The west half of Lots 4 and 5, Block 12, PDT
Addition to the Cty of Lew stown, County of
Fergus, State of Mntana, and the inprovenents
| ocated thereon with a street address of 421
West Virginia Street. (Assessor’s  Code
0000000149) .

3. For the 1998 tax year, the DOR appraised the
subj ect property at a value of $6,750 for the land and $27, 150
for the inprovenents. The taxpayer appealed to the Fergus
County Tax Appeal Board on June 1, 1998 requesting an
unspecified reduction in value for the reasons: “Incorrect data
used for determ ning assessnment of ny property; square footage
of residence, age of residence, and condition of residence.”

4. In its August 27, 1998 decision, the County Board
deni ed the appeal, stating "Was adjusted by DOR 6-23-98."

5. The taxpayer then appealed that decision to this
Board on Septenber 22, 1998, stating “The adjustnent nmade on 6-

23-98 was made w thout proper know edge of age of house -

Exhi bit B. Pl ease see attached reasons and Exhibits A-B-C.  #1.



There was no expl anation given for the description change nade
to ny property from the original appraisal (Exhibit A). \%%
resi dence was changed from having a 200 sg. ft. basenent, to
having a full, 1330 sq. ft. basenent and from being in fair
condition to being in good condition (Exhibit A), wthout ne
bei ng contacted or the hone being inspected. Wien |I called to
have the description corrected (Exhibit A), | was told the
description woul d be checked out. #2. The adjustnent that was
made on 6/23/98 (Exhibit C), was nmade before evidence on the
hi story of the residence was obtained fromthe original owner
(Exhibit B). The construction year was only adjusted from 1952
to 1945, instead of 1920's. To ny know edge, the correct year
of ny honme has still not been corrected. #3. The Assessor
admtted at nmy tax appeal that there was major fire danmage done
to the sub-floor of ny honme, and that the foundation was in poor
condi ti on. He acknow edged having seen that vegetation was
growi ng through the foundation, yet he still rated ny hone as
being in “fair” condition. #4. M taxes have been based on an
incorrect property description since even before | noticed it
(Exhibit A), and conplained in 1994. The year built was listed
as 1952, and the exterior finish is listed (sic) was al um num
To place the value back to the original assessnent val ued pl aced
in 1994, still does not correct the over assessed val ue of that

date.”



TAXPAYER S CONTENTI ONS

Ms. Sorvig purchased the subject hone on Novenber 17,
1993 for $43,230 (DOR Exhibit F — a copy of the realty transfer
certificate regarding this transaction). She characterized the
| ocal market conditions at that tine as a “sellers’ market” and
testified that she didn't believe the hone had been on the
mar ket for an extended period of tinme before she purchased it.
M. Spika testified that, during the 1996-1997 tine period
there was a substantial downturn in the |ocal econony (the
closing of tw gold mnes, a lunber mll, a clothing
manufacturing enterprise and a slowng of the construction
i ndustry). At the time of this purchase, Ms. Sorvig testified
t hat she thought she was purchasing a honme built in 1952, which
had experienced significant renodeling in 1957, as did the
appraiser for the Farm Honme Adm nistration through which M.
Sorvig sought fi nanci ng. She stated the Farm Hone
Adm ni stration apprai ser gained his information about the age of
t he honme through county docunents.

Ms. Sorvig voiced concerns about the coincidental
nature of the AB 26 property review results which placed the
value in dispute at the | evel experienced in 1994 ($33,900) and
that the age and condition of the hone have not been adequately
recogni zed by the DOR  Taxpayer’s Exhibit 1 is an August 22,

1998 statenment by a prior owner (Cleston Bertus) that the



subj ect home was constructed in the 1920°s and noved to its
present location in the 1940's. This exhibit also presents a
copy of a picture of the hone as it appeared in the 1920's. The
DOR records indicate that the home was constructed in 1952.

The hone contains two bedroons, one bathroom a living
room dining room a kitchen and a utility porch, according to
Ms. Sorvig.

V5. Sorvig enunerated various val ue-di m nishing
defects present in the hone: the original wood foundation is
still present and may possibly be rotting as evidenced by the
presence of vegetation/foliage grow ng through the foundation;
the original chimey stack is present; the sub-floor experienced
significant fire damage at sone tinme in the past and, while it
was reinforced, has not been adequately repaired in her view,
the original basenent, which contains no floor drain, is still
present, as are the original w ndows.

DOR' S CONTENTI ONS

In response to a question by Ms. Sorvig, M. Pankratz
expl ai ned that the Legislature mandated that the effect of the
1997 statew de reappraisal of property was to be phased in at
two percent per year for tax years 1997 and 1998 and that a
| egi sl ative anendnent in the 1999 legislative session
accelerated the phase in of the 1997 reappraisal to 25 percent

for tax year 1999. However, the taxable percentage, another



factor involved in determning a property tax assessnent, was
| owner ed. The taxpayer is receiving a 30 percent |ow incone
property tax reduction in taxable value for tax year 1999 as
well. (The conbination of all of the foregoing adjustnents has
resulted in a final 1999 |land val ue of $3,855 and an inprovenent
val ue of $22,806, or a total value of $26, 661.)

M. Pankratz testified that he reviewed the subject

property, with M. Sorvig present, just prior to the hearing

before this Board. He stated that there was extensive
renodeling perfornmed on the honme in 1957. He was shown the
concrete foundation wall, which appeared to be solid and wi t hout
cracks except for sonme settling at the doors. The

vegetation/foliage discussed by the taxpayer appeared to be
comng froma dugout craw space/ basenent.

The i nmedi at e subj ect nei ghborhood is w thout curbs and
gutters with a gravel street in front of the subject hone.

M. Pankratz noted that the sub-floor fire danage
di scussed by the taxpayer did appear to be “rather severe” and
observed that, while the danmaged area appeared to have been
reinforced, “lI’msurprised whoever had that fire didn't do nore
work in the restoration. . .”

DOR Exhibit B is a copy of the 1998 revi sed assessnent
notice relating to the subject property that was mailed to the

t axpayer after the adjustnents were nade, pursuant to the AB 26



property review request. This docunent shows a revised property
val ue of $33,900. DOR Exhibit Dis a copy of that AB 26, which
indicates that an internal inspection of the property was
conducted on June 2, 1998 at the request of the taxpayer. The
result of that review, fromDOR Exhibit D, was as foll ows:

The follow ng corrections and adjustnents to

the property record information were nmade:

exterior wall covering changed to wood; roof

covering changed to netal; basenent area

reduced from 1,332 sg. ft. to 200 sg. ft.,

effective age of property reduced from 1952 to

1945; <condition, desirability, and wutility

(CDU) reduced from AV (average) to FR (fair)

due to general condition of the house,

i ncludi ng extensive fir damage to the subfl oor

and floor joists. The fire damage has had

repair work done and rmay have Dbeen

structurally corrected. Exterior neasurenents

were checked and found to be accurate. These

corrections and adjustnents reduce 1998

reapprai sal val ue from $40, 900 to $33, 900.

DOR Exhibit Cis a copy of a photograph of the subject
property as well as a copy of the property record card. The
land size is listed as a 6,750 square foot |ot valued at $1.00
per square foot. The property is located in Neighborhood 3B
(downt own Lew stown area). Land in the inmmediate area of the
subj ect was valued at $1.00 per square foot based upon sales
information (The average price per square foot -- $0.99 — of
seven of nine sales occurring in the tine frame required of the
current appraisal cycle — January 1, 1993 through Decenber 31,
1995). The property record card also shows that the basenent

area was adjusted to 200 square feet.



The construction year for the honme is listed on the
property record card as 1952. DOR Exhibit E is a copy of a
docunent entitled “City and Town Buil ding Appraisal for Fergus
County, Montana” which shows that the subject hone was renodel ed
in 1957 and contains the notation that it was “old-noved in.”
The DOR has assigned an effective age of 1945. The effective
age of the hone is actually less than the year indicated built,
based on a nore subjective review by the DOR appraiser to
determ ne how the hone represents itself on the market. The
effective age is a neasurenent of the anmount of depreciation
allowed to a dwelling or structure. In nost cases, according to
M. Pankratz, one would find a hone’'s effective age to be
greater than its year of construction due to normal naintenance
and upkeep. The subject honme has been afforded nore
depreciation than is typical, in recognition of its general
condition, including the presence of fire damage to the sub-
floor and floor joists. The general condition of the hone has
al so been recognized through the reduction of the CDU
(condition, desirability and utility) of the hone from *average”
to “fair.”

M. Pankratz testified that the hone was val ued using the
sal es conpari son approach. DOR Exhibit C, page four, contains
a copy of the Montana Conparable Sales sheet for the subject

property, which can be summari zed as foll ows:



No. of
Stories

Attic

Ext eri or
Wal

Style

Year Built/

ISubj ect

Conmp. 1

Conmp. 2

Conmp. 3

Comp. 4

Conp. 5

0. 15 acres

1.0

None

Wbod Sdg.
Conven.

1952/ 45

Ef fective Yr.

Basenent

Bed/ Fam /
Tot al / Bat h/
H F

Heat

Basenment
Gar age
Capacity

Fi ni shed
Basenent

G ade
CDU

First
Fl oor
Ar ea

2nd
Fl oor
Ar ea

Tot - Li v.
Ar ea

Det ached
Gar age
Ar ea

At t ached
Gar age
Ar ea

Open
Por ch
Ar ea

Part.

02/0/04/1/0

Centra

1,332

1,332

36

0.10 acres

1.0

None

Conven.

1935/ 00

Ful

03/0/05/1/0

Centra

1,370

1,370

30

0.10 acres

1.0

None

Shi ngl e
ad style

1935/ 48

Ful

03/0/05/1/0

Centra

1,370

1,370

30

0. 20 acres

1.0

None

Al unl Vi nyl
ad style

1915/ 43

Ful

03/0/07/1/0

Centra

1,374

1,374

252

125

0. 15 acres

1.0

None

Bri ck
Conven.

1900/ 25

None

03/0/06/1/0

Centra

4+
AV

1,185

1,185

165

0. 15 acres

1.0

None

Bri ck
Conven.

1900/ 25

None

03/0/06/1/0

Centra

4+
AV

1,185

1,185

165



ISubj . Conp. 1 Conp. 2 Conp. 3 Conp. 4 Conp. 5
Cl osed
Por ch
Ar ea 0 0 0 0 168 168
Sal e
Dat e 10/ 93 01/ 95 06/ 95 09/ 95 10/ 94
Sal e
Price $28, 000 $45, 000 $54, 000 $45, 000 $33, 750
MRA
Est . $32, 961 $28, 490 $37, 938 $50, 099 $43, 613 $39, 051
Adj ust .
Sal e $32, 470 $40, 023 $36, 861 $34, 347 $27, 660
Conparability 77 93 98 99 100
Wei ght ed
Estimate $34, 282
Mar ket
Val ue $33, 900
Field
Contro
Code 3
BOARD DI SCUSSI ON
Ms. Sorvig's main contentions were that the age and the
general condition of the hone were not adequately recogni zed by
t he DOR

M. Pankratz’ testinony was that the DOR has attenpted to

adj ust for the problens discussed by the taxpayer. H s persona

i nspection of the property led himto the conclusion that the

concrete foundati on appeared to be structurally sound and that

t he danmage to the sub-floor and floor joists, while significant,

did appear to have been repaired. In recognition of that

10



defect, however, as well as the presence of vegetation/foliage
in the crawl space area, the DOR |l owered the CDU from “aver age”
to “fair” and placed the effective age at 1945 despite the fact
that the hone underwent a significant renodel in 1957. |n nost
cases, a significant renodel will extend the effective age of a
structure. In the present case, the effective age is less than
what woul d be expected in Iight of the renodel. The CDU and the
effective age are tools by which the DOR neasures the anmount of
depreciation afforded to a structure.

The Board finds that, through the above adjustnents, the
DOR has adequately recogni zed any val ue-di m ni shing aspects of
the subject hone. These adjustnments, coupled with the sales
information presented in DOR Exhibit C, and the taxpayer’s
statenent of the purchase price in 1994, lead this Board to the
conclusion that the DOR has arrived at a satisfactory narket
val ue for tax year 1998. As discussed at the hearing before
this Board, the actual age of a structure has no bearing on the
ultimte market value determnation. The driving factor is the
effective age which recognizes depreciating aspects of a
property.

Regardi ng the taxpayer’'s contention that the Lew stown
econony took a downturn in 1996-1997, the Board notes that the
general assessnent date, or the DOR's “target” date, for the

current appraisal cycle is January 1, 1996, pursuant to Section

11



15-8-201, MCA The next appraisal cycle should recognize
econom ¢ conditions present during 1996 and 1997.

The appeal of the taxpayer is therefore denied and the
deci sion of the Fergus County Tax Appeal Board is affirnmed.

CONCLUSI ONS OF LAW

1. The State Tax Appeal Board has jurisdiction
over this matter. 15-2-301 MCA

2. 15-8-111, MCA Assessnent - market val ue
standard - exceptions. (1) Al taxable property nust be
assessed at 100% of its market val ue except as otherw se
provi ded.

3. 15-2-301, MCA, Appeal of county tax appeal board
decisions. (4) In connection with any appeal under this section,
the state board is not bound by common | aw and statutory rules
of evidence or rules of discovery and nmay affirm reverse, or
nmodi fy any deci sion.

4. 15-7-112. Equalization of valuations. The sane net hod
of appraisal and assessnent shall be used in each county of the

state to the end that conparable property with simlar true

mar ket values and subject to taxation in Mntana shall have

substantially equal taxable values at the end of each cyclical

reval uati on program herei nbefore provided. (Enphasis supplied.)
5. It is true, as a general rule, that the apprai sal

of the Departnent of Revenue is presuned to be correct and that

12



t he taxpayer nust overconme this presunption. The Departnent of
Revenue shoul d, however, bear a certain burden of providing
docunent ed evidence to support its assessed val ues. (Western

Airlines, Inc., v. Catherine Mchunovich et al., 149 Mont. 347,

428 P.2d 3, (1967).

ORDER

| T 1S THEREFORE ORDERED by the State Tax Appeal Board
of the State of Montana that the subject property shall be
entered on the tax rolls of Fergus County by the Assessor of
said County at the value of $6,750 for the land and $27, 150 for
the inprovenents as determ ned by the Departnent of Revenue and
affirmed by the Fergus County Tax Appeal Board.
DATED this 12th of Novenber, 1999.

BY ORDER OF THE
STATE TAX APPEAL BQOARD

GREGORY A. THORNQUI ST, Chai r man

( SEAL)

JAN BROMWN, Menber

JEREANN NELSON, Menber

NOTICE: You are entitled to judicial review of this Oder in
accordance wth Section 15-2-303(2), MCA. Judicial review may
be obtained by filing a petition in district court wthin 60

days following the service of this order.

13



CERTI FI CATE OF SERVI CE

The undersi gned hereby certifies that on this 12th day
of Novenber, 1999, the foregoing Oder of the Board was served
on the parties hereto by depositing a copy thereof in the U S
Mai | s, postage prepaid, addressed to the parties as foll ows:

Roseanne Sorvi g
421 West Virginia Street
Lew st own, Montana 59457- 1440

Ofice of Legal Affairs
Depart nent of Revenue
M tchell Buil ding

Hel ena, Montana 59620

Appraisal Ofice

Fergus County

County Courthouse
Lew st own, Montana 59457

John Lubi nus

Chai r per son

Fergus County Tax Appeal Board
RR1 Box 1688

Lew st own, Montana 59457

DONNA EUBANK
Par al ega
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